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chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR’'S REPORT

State Committee for School District Audits
Members of Leslie County Board of Education
Hyden, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statésnehthe governmental activities, the businesgtyp
activities, each major fund, and the aggregate irnmfund information of Leslie County School Dist as

of and for the year ended June 30, 2016, and tatedenotes to the financial statements, whichectilvely
comprise the District's basic financial statemergtdisted in the table of contents.

Management’'s Responsibility for the Financial Statents

Management is responsible for the preparation aimgfesentation of these financial statements@o@ance
with accounting principles generally accepted ie thnited States of America; this includes the dgsig
implementation, and maintenance of internal contedévant to the preparation and fair presentatbn
financial statements that are free from materiastatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on thisancial statements based on our audit. We coeduatir
audit in accordance with auditing standards gelyemdcepted in the United States of America and the
standards applicable to financial audits contaimedGovernment Auditing Standardsssued by the
Comptroller General of the United States, and tiditarequirements prescribed by the State Commftiee
School District Audits in the Kentucky Public Schdaistrict's Audit Contract and Requirements. Those
standards require that we plan and perform the &udbtain reasonable assurance about whethdintdreial
statements are free from material misstatement.

An audit involves performing procedures to obtainliaevidence about the amounts and disclosurgken
financial statements. The procedures selected deperihe auditor’s judgment, including the assesgroé

the risks of material misstatement of the finansiakements, whether due to fraud or error. In nakiose
risk assessments, the auditor considers intermatalaelevant to the entity’s preparation and faiesentation
of the financial statements in order to design tgodicedures that are appropriate in the circunessrbut not
for the purpose of expressing an opinion on thectiffeness of the entity’s internal control. Acdogly, we

express no such opinion. An audit also include$uetiag the appropriateness of accounting poliose=d and
the reasonableness of significant accounting etgmaade by management, as well as evaluatingviralb
presentation of the financial statements.



We believe that the audit evidence we have obtaisenfficient and appropriate to provide a basisdur
audit opinions.

Opinions

In our opinion, the financial statements referre@bove present fairly, in all material respedis, riespective
financial position of the governmental activitighe business-type activities, each major fund, Hrel
aggregate remaining fund information of the Leslieunty School District, as of June 30, 2016, aral th
respective changes in financial position, and, whamplicable, cash flows thereof for the year theded in
accordance with accounting principles generalleptad in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the tebhiStates of America require that the management’s
discussion and analysis, the budgetary comparigonmation and pension supplemental reporting ayepa
4-9 and 45-47 be presented to supplement the fiaaitial statements. Such information, althoughanpart

of the basic financial statements, is requirediey@overnmental Accounting Standards Board, whsiders

it to be an essential part of financial reportimg placing the basic financial statements in anrgmpate
operational, economic, or historical context. Wevehapplied certain limited procedures to the reaplir
supplementary information in accordance with anditstandards generally accepted in the United Stfte
America, which consisted of inquiries of managemaut the methods of preparing the information and
comparing the information for consistency with mgeraent’s responses to our inquiries, the basinfiah
statements, and other knowledge we obtained dunimgaudit of the basic financial statements. Wendb
express an opinion or provide any assurance oimtbenation because the limited procedures do notige

us with sufficient evidence to express an opinipprovide any assurance.

Other Information

Our audit was conducted for the purpose of formapgnions on the financial statements that colledyiv
comprise the Leslie County School District’s bafiancial statements. The combining and individoaih-
major fund financial statements are presented digngses of additional analysis and are not a reduart of
the basic financial statements. The schedule oémdifures of federal awards is presented for p@apas
additional analysis as required by Title 2 UGode of Federal RegulationCFR) Part 200Uniform
Administrative Requirements, Cost Principles, andlidARequirements for Federal Awardmd is also not a
required part of the basic financial statements.

The combining and individual non-major fund finad@tatements and the schedule of expendituresdefl
awards are the responsibility of management anc werived from and relate directly to the undedyin
accounting and other records used to prepare thie imancial statements. Such information has been
subjected to the auditing procedures applied iratiot of the basic financial statements and aedédditional
procedures, including comparing and reconcilinghsinéormation directly to the underlying accountiagd
other records used to prepare the basic finanzisdrments or to the basic financial statements skbms, and
other additional procedures in accordance withtaypistandards generally accepted in the UniteteStaf
America. In our opinion, the combining and indivéditnon-major fund financial statements and the dolee

of expenditures of federal awards are fairly state@ll material respects in relation to the bagm@ncial
statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance witlovernment Auditing Standardse have also issued our report dated Novemb2016,

on our consideration of the Leslie County Schodtidit's internal control over financial reportiagd on our
tests of its compliance with certain provisiondafis, regulations, contracts, and grant agreensrdsother
matters. The purpose of that report is to desdtieescope of our testing of internal control ovieaficial

reporting and compliance and the results of ttetirtg, and not to provide an opinion on internaitoal over

financial reporting or on compliance. That repsraan integral part of an audit performed in accocdawith

Government Auditing Standards considering Leslie County School District'samal control over financial
reporting and compliance.

# £ il

& F_ 7
< s FEA ( _
Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 1, 2016



LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS

For the Year Ended June 30, 2016

As management of the Leslie County School Distiat, offer readers of the District's financial staents

this narrative overview and analysis of the finaheictivities of the District for the fiscal yeamded June 30,
2016. This information should be considered injuoction with the accompanying financial statemearid

disclosure following this section.

FINANCIAL HIGHLIGHTS

- The end of year cash balance was $1,993,559. ©fatiniount, $142,399 was deposited in separate
activity fund checking accounts and $212,499 wassiciered restricted. The beginning cash balance,
for the District was $1,845,070 including $119, He8ivity fund cash.

- Total federal expenditures as reflected on the didbeof expenditures of federal awards for year
ended June 30, 2016 was $3,496,033 and for Jurzd3B,was $3,412,397.

- Interest revenue totaled $14,132 for the currer ynded and for the prior year the total interest
revenue was $9,661.

- The District’s total long-term debt activity reftlscnew financing to refund prior 2006 and 2007
revenue bonds in the amount of $6,125,000.

- The District entered into a financing agreemenptiochase two school busses with Daimler Truck
Financial for $182,770 recognized as placed iniserfor fiscal year ended June 30, 2016. The terms
are 10 year installment basis, annual interestafa®e66% and annual payments of $21,566.10.

- The District’s long-term debt reductions were $3,810 for the fiscal year end, including reductidn
Revenue Series 2006 by $965,000 and Revenues 3ef@iédy $5,555,000.

- For 2015, excluding on-behalf payments of $3,058,8dtal general fund revenue was $10,922,630
and total general fund expenditures were $10,532 &&luding on-behalf payments.

- Total 2016 general fund revenue was $11,064,678usi¥e of on behalf state payments totaling
$2,839,855 consisting primarily of state prograr&E8), property, utilities and motor vehicle taxes.
Excluding on behalf payments, there was $11,298jh0deneral fund expenditures, excluding on-
behalf payments.



LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

OVERVIEW OF FINANCIAL STATEMENTS

The discussion and analysis is intended to seram astroduction to the District’'s basic financiatatements.
The District's basic financial statementsomprise three components: 1) government-firdancial

statements, 2) fund financial statements, and &sntw the financial statements. This report asatains
other supplementary information in addition to tigesic financial statements.

Government-wide financial statements

The government-wide financial statements are desigo provide readers with a broad overview of the
District’s finances, in a manner similar to a pteraector business.

The statement of net position presents informatanall of the District's assets and liabilities, thvithe
difference between the two reported as net positi@ver time, increases or decreases in net pogitiay
serve as a useful indicator of whether the findrmmmaition of the district is improving or deterading.

The statement of activities presents informatioowshg how the District’'s net position changed dgrihe
most recent fiscal year. All changes in net positire reported as soon as the underlying eveirtggrise to
the change occurs, regardless of the timing ofedlaash flows. Thus, revenues and expensesoded in
this statement for some items that will only resuitash flows in future fiscal periods.

The government-wide financial statements outlinecfions of the District that are principally supjgal by
property taxes and intergovernmental revenues (gavental activities). The governmental activitidstiee
District include instruction, support services, @i®n and maintenance of plant, student transpontand
operation of non-instructional services. Fixedetssand related debt is also supported by taxes and
intergovernmental revenues.

Fund financial statements

A fund is a grouping of related accounts that isduso maintain control over resources that haven bee
segregated for specific activities or objectiv@sis is a state mandated uniform system and cli@ataunts
for all Kentucky public school districts utilizingpe MUNIS administrative software. The Districieasund
accounting to ensure and demonstrate compliandefineince-related legal requirements. All of thads of
the District can be divided into three categoriggvernmental, proprietary and fiduciary funds.dugiary
funds include activity funds. Proprietary fundslime the school food service, daycare and presdooals.

All other activities are reported under governmefuiads.



LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

Notes to the financial statements

The notes provide additional information that isesgtial to a full understanding of the data prodgide the
government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful irddicaf a government’s financial position. As ofhau30,
2016, assets and deferred outflows of resourceseeed liabilities and deferred inflows of resourbgs
$9,374,399.

The greatest portion of the District's net positicflects its investment in capital assets (eandland
improvements, buildings and improvements, vehicfaspiture and equipment and ongoing construction
projects, where applicable), less any related debt to acquire those assets that is still outstgndThe
District uses these capital assets to provide seswio its students; consequently, these assetobavailable
for future spending. Although the District's inu@®nt in its capital assets is reported net ofteelalebt, it
should be noted that the resources needed to thgagebt must be provided from other sources,esthe
capital assets themselves cannot be used to liguikdlese liabilities.

The District’s financial position is the product séveral financial transactions including the resuits of
activities, the acquisition and payment of debg t#icquisition and disposal of capital assets, dmad t
depreciation of capital assets.

Net position for the year ended June 30, 2016

Following are comparisons of governmental net pmsit

At June 30,
2016 2015
Current assets 2,536,536 2,397,889
Noncurrent assets 36,674,681 37,288,210
Deferred outflows of resources 854,728 408,862

Total assets and deferred outflows of resources 40,065,945 40,094,961

Current liabilities 2,875,850 2,960,997
Noncurrent liabilties 27,333,756 27,034,594
Deferred inflows of resources 481,940 342,000

Total liabilities and deferred inflows of resources 30,691,546 30,337,591

- Net position -
Net investment in capital assets 12,785,891 12,094,537
Restricted 352,928 516,616
Unrestricted (deficit) (3,764,420) (2,853,783)

Total net position 9,374,399 9,757,370
Total liabilties, deferred inflows of
resources and net position 40,065,945 40,094,961




LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

The comparison reflects the following:

Recognition of increase in deferred outflows oforeses, deferred inflows of resources and net
pension liabilities based on most recent auditastdarial reports.

Noncurrent liabilities and net position - defickflects the recognition of $4,175,700 in CERS

unfunded pension liabilities.

Comments on budget comparisons

The following table presents a comparison of budlgeictual for the general fund:

Revenues:
From local sources
Taxes
Earnings on investments
Other local revenue
Intergovernmental - state

Intergovernmental - indirect federal

Total revenues

Expenditures:
Instructional
Student support services
Staff support services
District administration
School administration
Business support
Plant operation and management
Student transportation
Community service activities
Employee benefits
Debt service
Contingency

Total expenditures

Excess (deficit) of revenue
over expenditures

Variance
Favorable
Final Actual (Unfavorable)
3,238,887 3,143,441 (95,446)
6,000 11,553 5,553
87,000 37,280 (49,720)
10,898,541 10,676,989 (221,552)
25,000 35,270 10,270
14,255,428 13,904,533 (350,895)
7,449,638 7,467,245 (17,607)
969,852 901,516 68,336
695,903 713,213 (17,310)
343,456 423,803 (80,347)
931,455 910,217 21,238
225,686 214,435 11,251
1,781,668 1,719,499 62,169
1,427,749 1,497,341 (69,592)
7,646 4,954 2,692
76,203 118,581 (42,378)
179,049 167,152 11,897
1,294,428 - 1,294,428
15,382,733 14,137,956 1,244,777
(1,127,305) (233,423) 893,882




LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

- Actual revenues and expenditures reflect state ebralb payments for retirement, health and life
insurance and technical education in the amou$i2@#39,855.

- General fund real property tax revenue was $1,283{8r the fiscal year ended exclusive of unmined
mineral tax revenue of $969,755.

The following table presents a summary comparisastatement of activities for the fiscal years ehde
June 30, 2016 and 2015:

At June 30,
2016 2015
Revenues:

Local revenue sources
State revenue sources
Federal revenue

Total revenues

Expenses:

Instruction

Student support services
Instructional support

District administration

School administration
Business support

Plant operation and management
Student transportation
Community support and other
Food service operations
Interest on long-term debt

Total expenses

Change in net position

4,246,667 4,109,151
15,017,479 14,866,409
3,653,838 3,430,087

22,917,984 22,405,647

11,649,430 10,534,575
1,038,141 1,028,426
1,089,658 987,257
487,893 571,620
1,042,955 964,365
308,765 288,419
3,016,544 2,853,141
1,771,117 1,722,461
548,325 233,125
1,369,896 1,239,826
978,231 688,193

23,300,955 21,111,408

(382,971) 1,294,239




LESLIE COUNTY SCHOOL DISTRICT
HYDEN, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

- 2016 state revenue sources and related expendest refi-behalf adjustment recognition for the
difference in the State’s proportionate share ahglension expense and on-behalf payments made by
the State for the fiscal year.

- Depreciation expense was $900,249 for the curresut gnd $995,970 for the prior year.
BUDGETARY IMPLICATIONS

In Kentucky the public school fiscal year is Juhjune 30; other programs, i.e. some federal operate
different fiscal calendar, but are reflected in thistrict overall budget. By law the budget mustvén a
minimum 2% contingency. The district adopted admidvith $1,294,428 in contingency (8.39%).

Results of the current fiscal year and recent hisibtrends for the District were taken into acscbwhen
preparing the subsequent year budget. No significhanges in revenue or expense items are fotgdseea
The District’s tax rates and tax base remain affelst the same. The District has assessed and denesi
underlying economical and funding factors at th#efal, state, and local level and other non-finalnaieas
including demographics, local economy and risk asfsl of student population that may have a sigmifica
impact on the financial statements when preparnithgequent years budgets.

Questions regarding this report should be diretdeithe Superintendent or the Finance Officer ab)@¥2-
2397.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSTION

At June 30, 2016

Assets:

Other

Prepaid items
Inventories

10.

Governmental Business-type
Activities Activities Total
- Current assets -
Cash and cash equivalents 1,386,814 495,548 1,882,362
Accounts receivable:
Taxes - current 85,908 - 85,908
Taxes - delinquent 12,439 - 12,439
979 - 979
Intergovernmental - indirect federal 512,096 8,786 520,882
- 33,966 33,966
Total current assets 1,998,236 538,300 2,536,536
- Noncurrent assets -
Bond discounts 108,916 - 108,916
Capital assets - non-depreciable 647,757 - 647,757
Capital assets - depreciable (net) 34,491,916 1,426,092 35,918,008
Total noncurrent assets 35,248,589 1,426,092 36,674,681
Deferred Outflows of Resources
Deferred outflows - pension resources 761,648 93,080 854,728
Total assets and deferred outflows of resources 38,008,473 2,057,472 40,065,945

See notes to financial statements.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSTION (Continued)

At June 30, 2016

Liabilities:
- Current liabilties -
Cash deficit
Accounts payable
Current portion of KSBIT payable

Current portion of bond/lease obligations
Interest payable
Unearned revenues governmental sources

Total current liabilities

- Noncurrent liabilities -
Long term portion of sick leave payable
Long term portion of KSBIT payable
Noncurrent portion of bond/lease obligations
Bond premiums
Net pension liability
Total noncurrent liabilities

Total liabilities

Deferred Inflows of Resources:
Deferred inflows of resources - pension related

Net position:
Net investment in capital assets
Restricted for:
Sick leave
Other
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflow of
resources and net posit

See notes to financial statements.

11.

Governmental Business-type
Activities Activities Total
31,202 - 31,202
291,850 1,131 292,981
62,994 - 62,994
1,394 - 1,394,141
633,634 - 633,634
460,898 - 460,898
2,874,719 1,131 2,875,850
444,553 - 444,553
503,957 - 503,957
, 928,675 - 21,918,675
290,871 - 290,871
3,720,966 454,734 4,175,700
26,879,022 454,734 27,333,756
29,753,741 455,865 30,209,606
29,457 52,483 481,940
11,359,799 1,426,092 12,785,891
229,896 - 229,896
- 123,032 123,032
(3,764,420) - (3,764,420)
7,825,275 1,549,124 9,374,399
38,008,473 2,057,472 40,065,945




12.

LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2016

FUNCTIONS/PROGRAMS:
- Governmental activities -
Instructional
Support services:
Student
Instructional staff
District administration
School administration
Business support
Plant operation and maintenance
Student transportation
Community services operations
Other
Interest on long-term debt

Total governmental activities

- Business-type activities -
Food service

Total business-type activities

Total primary government

See notes to financial statements.

Program Revenues

Charges Operating Capital

for Grants and Grants and

Expenses Services Contributions  Contributions
11,649,430 - (7,681,157) -
1,038,141 - (892,621) -
1,089,658 - (567,703) -
487,893 - (65,450) -
1,042,955 - (698,993) -
308,765 - (270,639) -
3,016,544 - (429,641) -
1,771,117 - (862,171) -
263,420 - (227,308) -

284,905 - -

978,231 - - -

21,931,059 - (11,695,683) -

1,301,050 (149,055) (1,273,379) -

1,301,050 (149,055) (1,273,379) -

23,232,109 (149,055) (12,969,062) -




LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES (continued)

For the Year Ended June 30, 2016

General revenues and transfers:
Taxes
Investment earnings
State and formula grants
Miscellaneous
Transfers in (out)

Total general revenues and transfers

Change in net position

Net position - beginning (restated)

Net position - ending

See notes to financial statements.

13.

Net (Expense) Revenue and Changes in Net Position

Governmental
Activities

(3,968,273)

(145,520)
(521,955)
(422,443)
(343,962)

(38,126)

(2,586,903)

(908,946)
(36,112)
(284,905)

(978,231)

(10,235,376)

(10,235,376)

3,684,375
11,553
5,699,676
332,838
68,846

9,797,288

(438,088)

8,263,363

7,825,275

Business-

Type
Activities

121,384
121,384

121,384

2,579

(68,846)

(66,267)

55,117

1,494,007

1,549,124

Total

(3,968,273)

(145,520)
(521,955)
(422,443)
(343,962)
(38,126)
(2,586,903)
(908,946)
(36,112)
(284,905)

(978,231)

(10,235,376)

121,384
121,384

(10,113,992)

3,684,375
14,132

5,699,676
332,838

9,731,021

(382,971)

9,757,370

9,374,399



LESLIE COUNTY SCHOOL DISTRICT

BALANCE SHEET — GOVERNMENTAL FUNDS

Assets andresources:
Cash and cash equivalents
Accounts receivable:

Taxes - current

Taxes - delinquent
Other

Intergovernmental - indirect federal

Total assets and resources

Liabilities:
Cash deficit
Accounts payable
Advances from grantors

Total liabilities

Fund balance
Restricted - sick

Restricted - other
Assigned fund balance
Unassigned fund balance (deficit)

Total fund balances

Total liabilities, deferred inflow ¢
resources and fund balances

At June 30, 2016

14.

Other Total
General  Special Revenue Construction Debt Service  @ovantal Governmental
Fund Fund Fund Fund Funds Funds
1,143,113 - 203,021 9,478 1,355,612
85,908 - - - 85,908
12,439 - - - 12,439
979 - - - 979
2,303 509,793 - - 512,096
1,244,742 509,793 203,021 9,478 1,967,034
- 31,202 - - 31,202
232,040 17,693 7,400 3,615 260,648
- 460,898 - - 460,898
232,040 509,793 7,400 3,515 752,748
25,765 - - - 25,765
- - 195,621 5,963 201,584
28,312 - - - 28,312
958,625 - - - 958,625
1,012,702 - 195,621 5,963 1,214,286
1,244,742 509,793 203,021 9,478 1,967,034

See notes to financial statements.



15.
LESLIE COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE BALANCE SHEET —
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

At June 30, 2016

Total fund balances per fund financial statements 214,286

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets are not reported in this fundnfiial
statement because they are not current tink

resources, but are reported in the statement
of net position. 35,139,673

Discounts on bonds are not recognized in funanitial statements 108,916

Deferred outflows on refunded debt and pensésources are
reported in government wide financial stateradnit
not in fund financial statements. 761,648

Long-term sick leave payable is not recognirethé fund
financial statements. (444,553)

Certain liabilties (such as bonds payable K88IT payable

are not reported in this fund financial statetmbecause

they are not due and payable, and relatecesitebut are presented in

the statement of net position. (24,513,401)

Net pension obligations are not due and paymallee current period,
and therefore, are not reported in the fumanicial statements. (3,720,966)

Premiums on bonds are not recognized in fumahfiial statements. (290,871)

Deferred inflows of resources related to persiare not reported
in the fund financial statements. (429,457)

Net position for governmental activities 7,825,275

See notes to financial statements.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS

Revenues:
From local sources:

Taxes

Earnings on investments

Other local revenue
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:
Instructional

Student support services
Staff support services
District administration
School administration
Business support
Plant operations and maintenance
Student transportation
Community service activities
Other operating expenses
Employee benefits
Capital outlay
Debt service:

Principal

Interest

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Bond proceeds and other debt financing
Bond refunding
Gain (loss) on disposal of assets
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Changes in fund balance

Fund balance - July 1, 2015

Fund balance - June 30, 2016

See notes to financial statements.

For the Year Ended June 30, 2016

16.

Other Total
General Special Revenue Construction  Debt Service — Guareal Govermental
Fund Funds Fund Fund Funds Funds
3,143,441 - - - 540,934 3,684,375
11,553 - - - - 11,553
37,280 283,134 - - 5,549 325,963
10,676,989 978,137 - 704,889 745,155 13,105,170
35,270 2,345,189 - - - 2,380,459
13,904,533 3,606,460 - 704,889 1,291,638 19,507,520
7,467,245 2,730,234 - - 12,754 10,210,233
901,516 4,500 - - - 906,016
713,213 236,091 - - 1,672 950,976
423,803 - - - - 423,803
910,217 - - - - 910,217
214,435 53,612 - - - 268,047
1,719,499 136,657 - - - 1,856,156
1,497,341 115,107 - - - 1,612,448
4,954 224,940 - - - 229,894
- 2,368 - - 2,368
118,581 - - - - 118,581
- - 180,683 - - 180,683
98,139 - - 1,190,171 - 1,288,310
69,013 - - 714,324 - 783,337
14,137,956 3,503,509 180,683 1,904,495 14,426 19,741,069
=B, 102,951 (180,683) (1,199,606) 1,277,212 (233,549)
182,770 - - 6,125,000 - 6,307,770
- - - (6,125,000) - (6,125,000)
6,875 - - - - 6,875
169,683 40,463 328,000 1,199,606 - 1,737,752
(239,403) (143,414) - - (1,286,089) (1,668,906)
119,925 (102,951) 328,000 1,199,606 (1,286,089) 258,491
(113,498) - 147,317 - (8,877) 24,942
1,126,200 - 48,304 - 14,840 1,189,344
1,012,702 - 195,621 - 5,963 1,214,286




LESLIE COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2016

Net change in total fund balances per fund findrst&ements

Amounts reported for governmental activities in sit@ement of activities
differences:

Governmental funds report capital outlays as expames. However, in the
statement of activities, the cost of those assetallocated over their
estimated useful lives as deprecation expense.

Captial outlays reported in fund financialtetaents

Depreciation recorded in government wide fgiain statements

Interest expense on long-term debt is recognizélderfund financial
statements when paid and accrued in the governwidetfinancial
statements of activities.

Accrued sick leave is recognized when incurredvéfund financial statements.

Amortization expense on refunded debt is not rezegnn the fund
financial statements.

Bond principal and other debt service paymentsecegnized as
expenditures of current financial resources infthnal financial statements
but are reductions of liabilties in the statemehnhet position.

Bond proceeds are reflected as current financsueces in the fund
financial statements but are stated as liabiliibethe government wide
financial statements.

Governmental funds report district pension contidns as expenditures.
However, in the statement of activities, the cdgpension benefits earned

net of employee contributions is reported as pensipense.
District pension contributiol

Change in net position of governmental activities

See notes to financial statements.
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24,942

348,234
(900,249)

(248,830)

(102,956)

(7,064)

7,476,304

(6,307,770)

(720,699)

(438,088)



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION — PROPRIETARY FUNDS

At June 30, 2016

Assets:
- Current Assets -
Cash and cash equivalents
Accounts receivable:
Intergovernmental - indirect federal
Inventories

Total current assets

- Noncurrent Assets -
Depreciable capital assets
Less: accumulated depreciation

Total noncurrent assets

Deferred Outflows of Resources
Deferred outflows - pension resources
Total assets and deferred outflow of resources

Liabilities:
- Current Liabilities -
Accounts payable

Total current liabilities

- Noncurrent liabilities -
Net pension liability
Total liabilities

Deferred Inflow of Resources

Net position:
Net investment in capital assets
Restricted

Total net position

Total liabilities, deferred inflow of resources amekt position

See notes to financial statements.

Food Service

Fund

495,548

8,786

33,966

538,300

2,464,056

(1,037,963)
1,426,093

93,079
2,057,472

1,131
1,131

454,734

455,865
52,483

1,426,092

123,032
1,549,124
2,057,472

18.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION — PROPRIETARY FUNDS

For the Year Ended June 30, 2016

Food service

Fund
Operating revenues:
Lunchroom sales 149,055
State revenue 12,712
On-behalf contributions:
Kentucky Department of Education 136,525
Commodities 69,133
Federal revenue 1,055,009
Total operating revenues 1,422,434
Operating expense:
Salaries and wages 686,055
Contract services 21,877
Materials and supplies 525,237
Depreciation 67,881
Total operating expenses 1,301,050
Operating income (loss) 121,384
Nonoperating revenue/(expense):
Interest income 2,579
Transfers in (out) (68,846)
Total nonoperating revenue/(expense) (66,267)
Change in net position 55,117
Net position, July 1, 2015, restated 1,494,007
Net position, June 30, 2016 1,549,124

See notes to financial statements.



20.
LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF CASH FLOWS — PROPRIETARY FUNDS

For the Year Ended June 30, 2016

Food Service

Fund
Cash flows from operating activities:
Cash received from:
Lunchroom sales 149,055
State revenue 12,712
Federal revenue 1,046,847
Cash paid to/for:
Employees (549,528)
Supplies/Contractual (478,660)
Net cash provided (used) by operating activities 180,426
Cash flows from capital and related
financing activities:
Changes in capital assets (5,263)
Cash flows from investing activities:
Interest income 2,579
Cash flows from financing activities:
Indirect costs transfer (68,846)
Pensions and related deferrals 88,072
Total cash flows from financing activities 19,226
Net increase (decrease) in cash 196,968
Cash, beginning of year 298,580
Cash, end of year 495,548

Reconciliation of operating income (loss)
to net cash provided (used) by operations:

Operating income (loss) 121,384
Adjustments to reconcile operating income to
cash provided (used) by operating activities:

Depreciation 67,881
Changes in current assets/liabilities:

Accounts receivable (8,162)

Prepaid items 444

Inventories (2,255)

Accounts payable 1,134

Net cash provided (used) by operating activities A8

Noncash transactions include $136,525 on-behalfneays recognized for the school food
service program from Kentucky Department of Edwarat$69,133, donated commodities and the
net effect of net pension liabilities and deferatisibuted to School Food Service fund, $88,075.

See notes to financial statements.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION — ACTIVITY FUNDB

At June 30, 2016

Assets:
Cash and cash equivalents
Accounts receivable

Total assets
Liabilities:
Accounts payable
Due to individual student activity account funds

Total liabilities

Net position:
Restricted

Total liabilities and net position

See notes to financial statements.

142,399

5,169

147,568

147,568

147,568
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LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES

The Leslie County Board of Education (Board), a&fimember group, is the level of government which ha
oversight responsibilities over all activities teldto public elementary and secondary school auncavithin

the jurisdiction of Leslie County School Distrid@iétrict). The Board receives funding from locslate and
federal government sources and must comply withcthramitment requirements of these funding sources
entities. However, the Board is not included iy ather governmental “reporting entity” as definedection
2100, Codification of Governmental Accounting andarcial Reporting Standards as Board members are
elected by the public and have decision making aiith the power to designate management, the
responsibility to develop policies which may infhee, operations and primary accountability for dlsc
matters.

The Board, for financial purposes, includes alttaf funds and account groups relevant to the aparaf the
Leslie County Board of Education. The financiatsiments presented herein do not include fundsoafpg
and organizations, which although associated withdchool system, have not originated within therBo
itself such as Band Boosters, Parent-Teacher Asisoms, etc.

The financial statements of the Board include tradsseparately administered organizations thatangrolled
by or dependent on the Board. Control or deperelendetermined on the basis of budget adoptiomifg
and appointment or the respective governing board.

Based on the foregoing criteria, the financial estegnts of the following organization are includedthe
accompanying financial statements:

Leslie County School District Finance Corporatio®a September 11, 1990, the Leslie County, Kentucky
Board of Education resolved to authorize the eisfaflent of the Leslie County School District Financ
Corporation (a non-profit, non-stock, public anduitable corporation organized under the SchooldBant
and KRS 273 and KRS Section 58.180) as an agentlyedBoard for financing the costs of school buiddi
facilities. The Board Members of the Leslie CouBtyard of Education also comprise the Corporations
Board of Directors.

Basis of Presentation

Government-wide Financial Statements — The statenfamet position and the statement of activitiesplhy
information about the District as a whole. Thet#esnents include the financial activities of thémnary
government, except for fiduciary funds. The staptn distinguish between those activities of thetrizit that
are governmental and those that are considereddssstype activities.

The government-wide statements are prepared usengdonomic resources measurement focus. THieis t
same approach used in the preparation of the ptapyifund financial statements but differs frora thanner

in which governmental fund financial statements prepared. Governmental fund financial statements
therefore include reconciliation with brief expléoas to better identify the relationship betwedre t
government-wide statements and the statementoi@rgmental funds.



23.
LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES
(continued)

Basis of Presentation (continued)

The government-wide statement of activities presentcomparison between direct expenses and program
revenues for each segment of the business-typatestiof the District and for each function or gram of

the District’'s governmental activities. Direct exjses are those that are specifically associatidangervice,
program or department and are therefore cleariptiiilgble to a particular function. Program reveau
include charges paid by the recipient of the goodsservices offered by the program and grants and
contributions that are restricted to meeting theraponal or capital requirements of a particulemgpam.
Revenues that are not classified as program regeangepresented as general revenues of the Distiibt
certain limited exceptions. The comparison of diexpenses with program revenues identifies thenexo
which each business segment or governmental funiiself-financing or draws from the general rexenof

the District.

Fund Financial Statements — Fund financial statésnesport detailed information about the Districthe
focus of governmental and enterprise fund finansiatements is on major funds rather than repoftings
by type. Each major fund is presented in a sepa@umn. Nonmajor funds are aggregated and pressém
a single column. Fiduciary funds are reportedundftype.

The accounting and reporting treatment applied tural is determined by its measurement focus. All
governmental fund types are accounted for usingva df current financial resources measurementgocthe
financial statements for governmental funds aralarize sheet, which generally includes only curassets
and current liabilities, and a statement of revenesgpenditures and changes in fund balances, wepabrts

on the changes in net total position. Proprietands and fiduciary funds are reported using thenemic
resources measurement focus. The statement of fagd provides information about how the District
finances and meets the cash flow needs of its i@tapy activities.

The District has the following funds:

l. Governmental Fund Types

(A) The General Fund is the primary operating fund haf District. It accounts for financial
resources used for general types of operationss i$ta budgeted fund, and any fund balances
are considered as resources available for uses iFhi major fund of the District.

(B) The Special Revenue Grant Funds account for preceespecific revenue sources (other than
expendable trusts or major capital projects) that lagally restricted to disbursements for
specified purposes. It includes federal finanprlgrams where unused balances are returned
to the grantor at the close of specified projeaiqus as well as the state grant programs.
Project accounting is employed to maintain integfdr the various sources of funds. The
separate projects of federally-funded grant prograane identified in the Schedule of
Expenditures of Federal Awards included in thigoreprhis is a major fund of the District.



24.
LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES
(continued)

Basis of Presentation (continued)

l. Governmental Fund Types (continued)

(C) Capital Project Funds are used to accourfifancial resources to be used for the acquisiion
construction of major capital facilities and guuient (other than those financed by Proprietary
Funds).

1. The Support Education Excellence in Kentucky (SEEB3pital Outlay Fund
receives those funds designated by the state atalO@ptlay Funds and is restricted
for use in financing projects identified in the Dist’s facility plan.

2.  The Facility Support Program of Kentucky Fund actedor funds generated by the
building tax levy required to participate in the hSol Facilities Construction
Commission’s construction funding and state matghinnds, where applicable.
Funds may be used for projects identified in thetiit's facility plan.

3.  The Construction Fund accounts for proceeds frdessd bonds and other revenues
to be used for authorized construction. Thisnsagor fund.

(C) The Debt Service Fund is used to account for tleeiraalation of resources for, and the
payment of, general long-term debt principal antbriest and related cost; and, for the
payment of interest on general obligation notesapkey as required by Kentucky Law.

(D) The District-wide activity fund accounts for expéncdes primarily instructional in nature.

Il. Proprietary Funds (Enterprise Funds)

The School Food Service Fund is used to accaurgchool food service activities, including the
National School Lunch Program, which is condudtecboperation with the U.S. Department of
Agriculture (USDA). The School Food Service Fusd major fund.

Il Fiduciary Fund Types (includes agency ansttiunds)

The Activity Fund accounts for activities of stund groups and other types of activities requiring
clearing accounts. These funds are accountad Bmcordance with Uniform Program of
Accounting for School Activity Funds.




25.
LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAR ACCOUNTING POLICIES
(continued)

Basis of Accounting

Basis of accounting determines when transactioesegorded in the financial records and reportedhen
financial statements. Government-wide financiadteshents are prepared using the accrual basis of
accounting. Governmental funds use the modifiextuat basis of accounting. Proprietary and fidgcia
funds also use the accrual basis of accounting.

Revenues — Exchange and Non-exchange TransactiR®&venues resulting from exchange transactions, in
which each party receives essentially equal vatuegcorded on the accrual basis when the exchikgs
place. On a modified accrual basis, revenues eterded in the fiscal year in which the resources a
measurable and available. Available means thatebaurces will be collected within the currentéilsyear or

are expected to be collected soon enough therdafter used to pay liabilities of the current flspsar. For

the District, available means expected to be reckivithin sixty days of the fiscal year-end.

Nonexchange transactions, in which the Districeinees value without directly giving equal valuergturn,
include property taxes, grants, entittements anthtions. On an accrual basis, revenue from prppaxes is
recognized in the fiscal year for which the taxeslavied. Revenue from grants, entitlements asrthtions

is recognized in the fiscal year in which all dbigity requirements have been satisfied. Eligthili
requirements include timing requirements, whichcégehe year when the resource are required todee or

the fiscal year when use is first permitted, matghiequirements, in which the District must provideal
resources to be used for a specified purpose, apdnditure requirements, in which the resources are
provided to the District on a reimbursement bagis a modified accrual basis, revenues from norengé
transactions must also be available before it earebognized.

Deferred Inflows of Resources and Deferred Outfl@iv&Resources — A deferred inflow of resourcesnis a
acquisition of net position by the District thataplicable to a future reporting period. A dederoutflow of
resources is a consumption of net position by tietriot that is applicable to a future reportingipd. On
governmental fund financial statements, receivathlaswill not be collected within the availableripe have
been reported as deferred inflows of resources. tH@raccrual basis of accounting, unamortized dedler
charges on debt refunding is reported as a defeurd#tbw of resources.

Expenses/Expenditures — On the accrual basis @uatiog, expenses are recognized at the time they a
incurred. The fair value of donated commoditiesduduring the year is reported in the statementwénues,
expenses, and change in net position as an expdtisea like amount reported as donated commaodities
revenue. Unused donated commodities are repastddfarred inflows.

The measurement focus of governmental fund acauynis on decreases in net financial resources
(expenditures) rather than expenses. Expendiamegenerally recognized in the accounting pemodthich

the related fund liability is incurred, if measueb Allocations of cost, such as depreciation, ao¢
recognized in governmental funds.

Property Taxes

Property Tax Revenues — Property taxes are lexdeld 8eptember on the assessed value listed as pfith
January 1, for all real and personal property endbunty. The billings are considered due upogiptdy the
taxpayer; however, the actual date is based orriadbending 30 days after the tax bill mailing. operty
taxes collected are recorded as revenues in tba fyjear for which they were levied. All taxesleoted are
initially deposited into the General Fund and ttransferred to the appropriate fund.



26.
LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAR ACCOUNTING POLICIES
(continued)

Property Taxes (continued)

The property tax rates assessed for the year ehdet30, 2016, to finance the General Fund opesati@re
$.644 per $100 valuation for real property, $.644 $100 valuation for business personal property$&ad74
per $100 valuation for motor vehicles.

The District levies a utility gross receipts licertax in the amount of 3% of the gross receiptavédrirom the
furnishings, within the county, of telephonic amfiegraphic communications services, cablevisioNices,
electric power, water, and natural, artificial ancked gas.

Capital Assets

General capital assets are those assets not spéyifielated to activities reported in the protaig funds.
These assets generally result from expenditurésergovernmental funds. These assets are repiortibe
governmental activities column of the governmerdevstatement of net position but are not repomethé
fund financial statements. Capital assets utilizgdhe proprietary funds are reported both inlibsiness-
type activities column of the government-wide steat of net position and in the respective funds.

All capital assets are capitalized at cost (omestied historical cost) and updated for additiorts ratirements
during the year. Donated fixed assets are recoadiedeir fair market values as of the date reckiv@he
District maintains a capitalization threshold ofefithousand dollars. The District does not possess
infrastructure. Improvements are capitalized;dbst of normal maintenance and repairs that dadatto the
value of the asset or materially extend an asgetarke expensed as incurred.

All reported capital assets are depreciated. Ingrents are depreciated over the remaining usefsg bf
the related capital assets. Depreciation is coegpusing the straight-line method over the follayvirseful
lives for both general capital assets and propsidtand assets:

Governmental Activitie

Descriptiot Estimated Live
Buildings and improvemer 25-50 year
Land improvemen 20 year
Technology equipme 5 year:
Vehicles 5-10 year
Audio-visual equipmel 15 year
Food service equipme 10-12 year
Furniture and fixture 7 year.

Interfund Balances

On fund financial statements, receivables and gagakesulting from short-term interfund loans dessified
as “interfund receivables/payables”. These amoardgseliminated in the governmental and busingss-ty

activities columns of the statements of net pasjtiexcept for the net residual amounts due between

governmental and business-type activities, whiehpaesented as internal balances.
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LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAR ACCOUNTING POLICIES
(continued)

Accumulated Unpaid Sick Leave Benefits

Upon retirement from the school system, an emplayileeceive from the District an amount equal3@%
of the value of accumulated sick leave.

Sick leave benefits are accrued as a liability gisive termination payment method. An accrual foned sick
leave is made to the extent that it is probabletti@benefits will result in termination paymeni®&he liability
is based on the School District's past experiericeaking termination payments.

Compensated absence liabilities are recorded basdzhlances for classified and certified employeih
twenty-seven or more years of experience at Jun2B0b.

For governmental fund financial statements theigomf unpaid accrued sick leave is the amount ebgokto
be paid using expendable available resources. eThalsinces are recorded in the account “accumuitéd
leave payable” in the government-wide financiatesteents. A reserve for accumulated sick leavieiaé 30,
2016 reflected a balance of $25,765.

Budgetary Process

Budgetary Basis of Accounting: The District’'s betlyy process accounts for certain transactiors basis
other than Generally Accepted Accounting Princiglé®AP). The major differences between the budgeta
basis and the GAAP basis are:

Revenues are recorded when received in cash (largthes opposed to when susceptible to accrual (BAA

Expenditures are recorded when paid in cash (badgets opposed to when susceptible to accrual (BAA

Cash and Cash Equivalents

The District considers demand deposits, money méukels, and other investments with an originalurigt
of 90 days or less, to be cash equivalents.

Cash and other assets are reported as restricte limtitations on their use change the nature amab
understanding of the availability of the assetctSconstraints are either imposed by creditorstritmriors,
grantors, or laws of other governments, or are seddy law through constitutional provisions orteimay
legislation. Restricted assets represent amoaqtsred by State statute to be set aside for theisiton and
construction of capital improvements.

Inventories

Supplies and materials are charged to expenditunes purchased.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term igations are reported in the government-wide fifgnc
statements, and all payables, accrued liabilitres lang-term obligations payable from proprietampds are
reported on the proprietary fund financial statetsen
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LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAR ACCOUNTING POLICIES
(continued)

Accrued Liabilities and Long-Term Obligations (conied)

In general, payables and accrued liabilities thdit e paid from governmental funds are reportedtlom
governmental fund financial statements regardlésshether they will be liquidated with current resoes.
However, claims and judgments, the noncurrent pomif capital leases, accumulated sick leave, aontally
required pension contributions and special ternonabenefits that will be paid from governmentahdis are
reported as a liability in the fund financial stants only to the extent that they will be paidhaéurrent,
expendable, available financial resources. In g#gnpayments made within sixty days after year-aral
considered to have been made with current availfinlencial resources. Bonds and other long-term
obligations that will be paid from governmental dignare not recognized as a liability in the funaaficial
statements until due.

Net Position

GASB 63, implemented for the previous fiscal ydas changed the presentation of the District’snigied
statements to incorporate the concepts of netiposideferred outflows of resources and deferrédws of
resources. Net position represents the differdretereen assets and deferred outflows and liakilitied
deferred inflows. The net position component “stweent in capital assets”, consists of capitaltasset of
accumulated depreciation, reduced by the outstgndaiances of any borrowing used for acquisition,
construction or improvement of those assets. Pafleputflows of resources and deferred inflowsesburces
that are attributable to the acquisition, constoucor improvement of those assets or related disot should
be included in this component of net position. pesition is reported as restricted when therdianigations

on its use either through the enabling legislatmtopted by the District or through external retitits
imposed by the creditors, grantors or laws or r&its of other governments.

Operating Revenues and Expenses

Operating revenues are those revenues that areagghairectly from the primary activity of the preetary
funds. For the School District, those revenuegarearily charges for meals provided by the vasisahools.

Interfund Activity

Exchange transactions between funds are reportez/asues in the seller funds and as expendituEsfses

in the purchaser funds. Flows of cash or goodmfame fund to another without a requirement for
repayment are reported as interfund transfehsterfund transfers are reported as other finapcin
sources/uses in governmental funds and after nerabpg revenues/expenses in proprietary funds.
Repayments from funds responsible for particulgreexitures/expenses to the funds that initiallyd dfar
them are not presented on the financial statements.

Recently Issued Accounting Pronouncements

GASB Statement No. 6d,echnical Corrections 2012; an Amendment of GASB Statements No. 10 amd N
62, effective for periods beginning after Decemb®&r 2012, resolves conflicting accounting and rapgr
guidance that could diminish consistent financegarting and enhance the usefulness of financjzirts.
The District implemented the new requirements fierfiscal year 2013-2014 financial statements.
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LESLIE COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES
(continued)

Recently Issued Accounting Pronouncements (continue

The District implemented GASB Statement 65 whidalgshes accounting and financial reporting statsla
that reclassify certain assets and liabilities efered outflows of resources or deferred inflofsesources
provides changes in the determination of the mhjad calculations and limiting the use of “defefréxal
financial statements presentations.

GASB Statements Nos. 67 and @8;counting and Financial Reporting for Pensionsaramendmenbf
GASB Statement 27 and GASB Statement No. 71 imgraaeounting and financial reporting by state and
local governments for pensions. It also improve®rmation provided by state and local governmental
employers about financial support for pensionsithatovided by other entities. This Statementltedrom a
comprehensive review of the effectiveness of exgsstandards of accounting and financial reporfing
pensions with regard to providing decisions-usaftdrmation, supporting assessments of accountylaihid
inter-period equity, and creating additional traargmcy. This Statement is effective for fiscalrgdaeginning
after June 15, 2014 and has been implemented Hyisitrct.

NOTE B —ESTIMATES

The preparation of financial statements in conftymvith accounting principles generally acceptedtia
United States of America requires the District'snagement to make estimates and assumptions tleat aff
reported amounts of assets, liabilities, fund badanand disclosure of contingent assets anditiabiht the
date of the basic financial statements, and thertegp amounts of revenues and expenditures duhiag t
reporting period. Actual results could differ frahose estimates.

NOTE C —CASH AND CASH EQUIVALENTS

At year-end, the bank balance of the District'shcasd cash equivalents was $2,655,393. Of thé d¢ath
balance, $250,000 was covered by Federal depositstyance and the balance was covered by a callate
agreement and collateral held by the pledging Batkst departments in the District’'s name. Cash
equivalents are funds temporarily invested in sgearwith a maturity of 90 days or less.

Cash and cash equivalents at June 30, 2016 cahsfstiee following:

Bank Book
Balance Balance

Hyden Citizens Bank:

General Operating Account 2,501,868 1,819,465

Hayes Lewis Elementary 23,760 20,967

Mountain View Elementary 20,329 20,329

Leslie County High School 70,628 65,243

Stinnett Elementary 27,809 25,789

WB Muncy Elementary 10,815 10,071
Cash register lunchrooms: - 309
US Bank:

Construction account 184 184

Total 2,655,393 1,962,357
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Custodial credit risk is the risk that in evenbaink failure the deposits may not be returned atrttie District

may not recover collateral securities. The Distraquires deposits to be secured by collateraledlat

market or par, whichever is lower, less the amairthe Federal Deposit Insurance Corporation imsmea
(FDIC). Interest rate risk is the risk that chamge interest rates will adversely affect the featue of an

investment. Investments held for longer periogssaibject to increased risk of adverse interestahanges.
The District does not retain any long-term invesitae Concentrations of credit risk are the risklaxfs

attributed to the magnitude of the District's inweents in a single issuer. All of the organizasocash is
held primarily at a local financial institution. ®e of the primary risks associated with these fuadsajor

change in interest rates; a default on a securitggurchase agreement held by the fund; proceeds $ales
of collateral are less than the agreed-upon puecipaise. Foreign currency risk is the risk of apem in

exchange rates affecting foreign investments. Oik&rict does not hold any foreign investments.

NOTE D — LEASE OBLIGATIONS AND BONDED DEBT

The amount shown in the accompanying financialestants as lease obligations represents the District
future obligations to make lease payments relatmghe bonds issued by the School District Finance
Corporation.

The original amount of each issue, the issue daldraerest rates are summarized as follows:

Issue Date Proceeds Rates
Revenue Series, September 1996 $ 240,000 5.00% - 5.375%
Revenue Series, September 2006 1,520,000 3.75% - 4.000%
Revenue Series, July 2007 8,500,000 3.70% - 4.125%
KISTA Series 2008 236,521 3.00% - 3.750%
Revenue Series, August 2009 1,200,000 1.70 % - 4.20%
Refunding Series 2009R 283,755 1.00% - 3.30%
Revenue Series, July 2011 2,425,000 1.00% - 4.25%
Revenue Series, December 2011 7,515,000 2.00% - 3.375%
QSCB Series, December 2011 4,036,000 5.00% - 5.00%
KISTA Series 2012 345,780 2.00% - 2.625%
Revenue Series 2012A 1,355,000 1.00% - 3.75%
Revenue Series 2012B 1,830,000 1.00% - 3.00%
KISTA Series 2014 165,607 2.00% - 3.00%
KISTA Series 2015 192,338 1.00% - 2.625%
Refunding Series April 1, 2016 6,125,000 3.00% - 3.00%
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NOTE D — LEASE OBLIGATIONS AND BONDED DEBT (contirad)

The District, through the General Fund (includinijity taxes and the Support Education Excellence i
Kentucky (SEEK) Capital Outlay Fund and Buildingniély is obligated to make lease payments in amounts
sufficient to satisfy debt service requirementsbomds issued by the Leslie County Fiscal Court ted
School District Finance Corporation to construdiastt facilities. The District has an option to phase the
property under lease at any time by retiring thedsahen outstanding.

In 1990, the District entered into “participatiorgraements” with the School Facility Construction
Commission. The Commission was created by the utpt General Assembly for the purpose of assisting
local school districts in meeting school constmttneeds. The table below sets forth the amouhétpaid

by the District and the Commission for each yedil amaturity of all bond issues.

The Leslie County School District Finance Corpamatissued, $6,125,000, Refunding Revenue Bondsddat
April 1, 2016, to refund 2006 and 2007 revenue Boiithe total savings as a result of the issue54 $47.

Debt issue costs are recognized as expenditures imberred in governmental funds, government-widd a
proprietary fund types financial statements.

The bonds may be called prior to maturity and rgut@n premiums are specified in each issue. Agsgim
no bonds are called prior to scheduled maturity,ntinimum obligations for the district, includinghaunts to
be paid by the Commission, at June 30, 2016, fot slervice (principal and interest) are as follows:

Leslie County School Kentucky School Facilties

District Construction Commission

Year Principal Interest Principal Interest Total
2016 - 17 756,334 476,833 500,879 156,801 1,890,847
2017 - 18 770,996 483,903 478,669 166,533 1,900,101
2018 - 19 749,264 459,483 495,013 150,502 1,854,262
2019 - 20 762,473 430,827 505,415 135,564 1,834,279
2020 - 21 768,421 401,852 493,882 120,629 1,784,784
2021 - 26 3,966,761 1,526,630 2,708,105 367,763 8,569,259
2026 - 31 4,558,261 664,307 1,016,739 37,734 6,277,041
2031 - 33 1,256,079 30,614 28,921 823 1,316,437

Totals 13,588,589 4,474,449 6,227,623 1,136,349 25,427,010

The District acquired two new school buses andredtato a school bus purchase financing agreemint
Daimler Truck Financial for $182,770 recognizecked in service for fiscal year ended June 3062The
terms are 10 year installment basis, annual irteags of 2.66% and annual payments of $21,566.
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Leslie County School District Finance Corporatissued Qualified School Construction Bonds, taxabtes
dated December 1, 2011 having a par amount of $408. Of this amount $3,985,909 of the proceeelew
deposited directly to the construction fund foristamce in new building facilities and renovatiar fan
elementary school. Total bond issue costs were7$00 The bond was issued at a discount of $39,391

$100,900 semi-annual interest payments are duey evere and December through December 1, 2030. A
federal tax credit for the same amount has beemepador each bondholder resulting in a subsidgffadon-
behalf payment for the School District. The acti®a result of creation of qualified school constion bonds
under the American Recovery and Reinvestment Abtie Act allows deferral of principal payments fqr to

17 years and the creation of an escrow accounpti rabove. The bonds provide federal tax crddits
bondholders in lieu of interest in order to sigrdfitly reduce the issuer’'s cost of borrowing. ThB
Compliance Supplement acknowledges Qualified ScHoohstruction Bonds passed through the U.S.
Department of Education are not covered by thelsiagdit requirements and are not required to bldted

in the Schedule of Federal Awards.

QSCB Series 2011 Expected QSCB Series 2011
Escrow Payment Escrow Interest
Board KSFCC Earnings Total Tax Credit
2013 128,595 41,484 4,077 201,800 (201,800)
2014 127,675 42,404 8,254 201,800 (201,800)
2015 127,776 42,303 12,564 201,800 (201,800)
2016 127,863 42,216 16,955 201,800 (201,800)
2017 127,909 42,170 21,452 201,800 (201,800)
2018 127,950 42,129 26,203 201,800 (201,800)
2019 128,013 42,066 30,690 201,800 (201,800)
2020 128,101 41,978 35,504 201,800 (201,800)
2021 131,456 38,623 40,546 201,800 (201,800)
2022 131,455 38,624 45,610 201,800 (201,800)
2023 131,455 38,624 50,796 201,800 (201,800)
2024 131,456 38,623 56,263 201,800 (201,800)
2025 131,456 38,623 61,376 201,800 (201,800)
2026 131,456 38,623 67,123 201,800 (201,800)
2027 131,456 38,623 72,816 201,800 (201,800)
2028 131,456 38,623 78,655 201,800 (201,800)
2029 131,456 38,623 85,109 201,800 (201,800)
2030 128,392 41,687 90,507 201,800 (201,800)
2031 128,654 41,424 - (100,900) (100,900)
Subtotal 2,464,030 767,470 804,500 3,531,500 (3,733,300)
Realized (511,909) (168,407) (41,850) (807,200) 807,200
Future 1,952,121 599,063 762,650 2,724,300 (2,926,100)

Principal payment due 12/1/2030 4,036,000
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Following are changes in long-term debt:

Balance Balance Current
July 1, 2015 Additions Reductions June 30, 2016 Principal
Revenue Series Sept 1996 35,000 - 20,000 15,000 15,000
Revenue Series Sept 2006 1,040,000 - 965,000 75,000 75,000
Revenue Series July 2007 6,385,000 - 5,555,000 830,000 405,000
KISTA Series 2008 70,739 - 25,648 45,091 22,132
Bonds Series 2009 1,005,000 - 50,000 955,000 50,000
KISTA Refunding Series 2009R 130,185 - 23,137 107,048 2,447
Revenue Series June 2011 2,140,000 - 80,000 2,060,000 80,000
QSCB Series December 2011 3,500,868 - 187,034 3,313,834 191,531
Revenue Series December 2011 6,605,000 - 310,000 6,295,000 320,000
KISTA Series 2012 236,544 - 33,355 203,189 34,020
Revenue Series April 2012 1,220,000 - 60,000 1,160,000 11,203
Revenue Bonds December 2012 1,710,000 - 65,000 1,645,000 65,000
KISTA Series 2014 147,682 - 18,287 129,395 15,692
KISTA Series 2015 192,338 - 20,849 171,489 20,922
Refunding Series April 2016 - 6,125,000 - 6,125,000 70,000
Daimler Truck Financial - 182,770 - 182,770 21,566
Total 24,418,356 6,307,770 7,413,310 23,312,816 1,399,513

NOTE E — CAPITAL ASSETS

Capital asset activity for the fiscal year endede]80, 2016 was as follows:

Balance Balance
July 1, 2015 Additions Deductions June 30, 2016
Governmental Activitie
Lanc 647,757 - - 647,757
Land improvements 300,911 - - 300,911
Buildings and improvements 33,165,431 - - 33,165,431
Technology equipment 250,233 13,028 90,000 173,261
Vehicles 3,178,796 182,770 540,578 2,820,988
General equipment 103,627 - 8,785 94,842
Construction work in progress 11,401,548 152,436 - 11,553,984
Totals at historical cost 49,048,303 348,234 639,363 48,757,174
Less: accumulated depreciation
Land and improvements 294,690 2,415 - 297,105
Buildings and improvements 10,244,370 777,522 - 11,021,892
Technology equipment 243,246 2,289 90,000 155,535
Vehicles 2,480,492 116,027 540,578 2,055,941
General equipment 93,817 1,996 8,785 87,028
Total accumulated depreciation 13,356,615 900,249 639,363 13,617,501

Governmental Activitie
Capital Assets - N 35,691,68: (552,015 - 35,139,67:
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Capital asset activity for the fiscal year endedel80, 2016 was as follows (continued):

Balance Balance
July 1, 2015 Additions Deductions June 30, 2016
Business-Type Activities

Buildings and improvements 1,996,576 - - 1,996,576

Food service and equipment 462,217 5,263 - 467,480

Totals at historical cost 2,458,793 5,263 - 2,464,056

Less: accumulated depreciation

Buildings and improvements 687,894 38,883 - 726,777

Food service and equipment 282,188 28,998 - 311,186

Total accumulated depreciation 970,082 67,881 - 1,037,963

Business-Type Activities
Capital Assets - Net 1,488,711 (62,618) - 1,426,093
Depreciation expense was allocated to governmanthproprietary functions as follows:

Governmental functions:

Instructional 4,337
District administration 1,995
Business support services 1,421
Plant operations and maintenance 776,469
Student transportation 116,027
Total depreciation expense - Governmental functions 900,249

Proprietary functions:
Food service operations 67,881

NOTE F — COMMITMENTS UNDER NONCAPITALIZED LEASES

Commitments under operating lease agreements mpragnt provide the minimum future rental paymerss
of June 30, 2016, as follows:

Year ending June 30:

2017 239,601
2018 239,601
2019 204,576
2020 143,700
2021 71,850

Total 899,328
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NOTE G — RETIREMENT PLANS

Kentucky Teachers Retirement System:

Summary of Significant Accounting Policies

Pensions +or purposes of measuring the net pension liabitigferred outflows of resources and deferred
inflows of resources related to pensions, and panskpense, information about the fiduciary netitjms of

the Teachers’ Retirement System of the State otu¢dy (KTRS) and additions to/deductions from KTRS’
fiduciary net position have been determined on shme basis as they are reported by KTRS. For this
purposes, benefit payments (including refunds oplegee contributions) are recognized when due and
payable in accordance with the benefit terms. linveats are reported at fair value.

General Information about the Pension Plan

Plan Description— Teaching-certified employees of the Leslie Cgudthool District are provided pensions
through the Teachers’ Retirement System of theeSihKentucky (KTRS)-a cost-sharing multiple-emmoy
defined benefit pension plan with a special fundsitgation established to provide retirement anplan
coverage for local school districts and other pubtiucational agencies in the state. KTRS wasextdat the
1938 General Assembly and is governed by ChapterSegtion 220 through Chapterl61 Section 990 of the
Kentucky Revised Statutes (KRS). KTRS is a blentdponent unit of the Commonwealth of Kentucky and
therefore is included in the Commonwealth’s finahstatements. KTRS issues a publicly availablarfaial
report that can be obtainedhdtp://www.ktrs.ky.gov/05_publications/index.htm

Benefits Provided- For members who have established an accountdtirament system administered by the
Commonwealth prior to July 1, 2008, members beceested when they complete five (5) years of credite
service. To qualify for monthly retirement benefjtayable for life, members must either:

1.) Attain age fifty-five (55) and complete five (5)ams of Kentucky service, or

2.) Complete 27 years of Kentucky service.

Participants that retire before age 60 with lesmtB7 years of service receive reduced retiremenéfiis.
Non-university members with an account establigbrat to July 1, 2002 receive monthly payments étma
two (2) percent (service prior to July 1, 1983) &nd and one-half (2.5) percent (service after DJuly¥83) of
their final average salaries for each year of teeldservice. New members (including second retirdme
accounts) after July 1, 2002 will receive monthgnéfits equal to 2% of their final average salamydach
year of service if, upon retirement, their totalvie less than ten years. In addition, members retice July
1, 2004 and later with more than 30 years of serwitl have their multiplier increased for all ysawvver 30
from 2.5% to 3.0% to be used in their benefit dalton. Effective Julyl, 2008, the System has kemmaended
to change the benefit structure for members hiredraafter that date.

Final average salary is defined as the memberts @) highest annual salaries for those with less 27
years of service. Members at least age 55 withr2mare years of service may use their three (3hdsy
annual salaries to compute the final average safariRS also provides disability benefits for vestedmbers
at the rate of sixty (60) percent of the final ager salary. A life insurance benefit, payable ujhendeath of a
member, is $2,000 for active contributing membei $5,000 for retired or disabled members.

Cost of living increases are one and one-half (iestent annually. Additional ad hoc increasesamdother
benefit amendments must be authorized by the Glef\esambly.

Contributions — Contribution rates are established by Kentuclguiged Statutes (KRS). Non-university
members are required to contribute 12.105% of thedimries to the System. University members areimed;
to contribute 9.895% of their salaries. KRS 161.586ws each university to reduce the contributidrits
members by 2.215%; therefore, university membensribuite 7.68% of their salary to KTRS.
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The Commonwealth of Kentucky, as a non-employetrimning entity, pays matching contributions oéth
amount 13.105% of salaries for local school distied regional cooperative employees hired befohe 1,
2008 and 14.105% for those hired after July 1, 2Q08versity employers contribute 15.36% of sakarfier
members. For local school district and regionalpemative members whose salaries are federally firitie
employer contributes 15.355% of salaries. If an legge leaves covered employment before accumulating
five (5) years of credited service, accumulated legge pension contributions plus interest are rééaghto the
employee upon the member’s request.

Medical Insurance Plan

Plan Description— In addition to the pension benefits describedvab Kentucky Revised Statute 161.675
requires KTRS to provide post-employment healthdarefits to eligible members and dependents. The
KTRS Medical Insurance benefit is a cost-sharindtipla employer defined benefit plan. Changes miade
the medical plan may be made by the KTRS Board rokt€es, the Kentucky Department of Employee
insurance and the General Assembly.

To be eligible for medical benefits, the member nhae retired either for service or disability.eTKTRS
Medical Insurance Fund offers coverage to membedeiuthe age of 65 through the Kentucky Employees
Health Plan administered by the Kentucky DepartntdrEmployee Insurance. Once retired members and
eligible spouses attain age 65 and are Medicagiblej coverage is obtained through the KTRS Medica
Eligible Health Plan.

Funding policy— In order to fund the post-employment healthdseefit, six percent (6.00%) of the gross
annual payroll of members before July 1, 2008 istridouted. Three percent (3.00%) is paid by member
contributions and three quarters percent (.75%nfstate appropriation and two and one quarter perce
(2.25%) from the employer. Also, the premiums czie from retirees as described in the plan detsmnignd
investment interest help meet the medical expeofsthe plan.

Pension liabilities, pension expense, and deferredutflows of resources and deferred inflows of
resources related to pensions:

At June 30, 2016, Leslie County School District dal report a net pension liability for its proportate share
of the net pension liability because the State ehtikicky provides the pension support directly tdR§Ton
behalf of the District. The total portion of thet pension liability that was associated with thetbit was as
follows:

State's proportionate share of the
net pension liability associated with the
District $ 52,910,151

The net pension liabilities were measured as of B 2015, and the total pension liability usedatculate
the net pension liability was determined by an aGal valuation as of that date. The District’s gdion of

the net pension liability was based on the actahllity of the employees and former employeestietao the

total liability of the System as determined by #wtuary. At June 30, 2015, the District's proparéte share
was .2274% for KTRS.
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For the year ended June 30, 2016, the Districtegonent-wide financial statements reported KTRSsjma
expense of $3,003,984. The District recognized eferded outflows of resources and no deferred sl of

resources related to KTRS.

Actuarial assumptions Fhe total pension liability in the June 30, 201%5uadal valuation was determined
using the following actuarial assumptions, apptedll periods included in the measurement:

Significant assumptions used in the KTRS valuaivene as follows:
- Investment rate of return — 7.5%, net of pensiam fhvestment expense, including inflation.
- Projected salary increases — 4.00 — 8.20%, indiuihfiation
- Inflation rate — 3.5%
- Municipal bond Index Rate — 3.82%
- Single Equivalent Interest Rate — 4.88%

Mortality rates were based on the RP-2000 CombMedality Table for Males or Females, as approptiat
with adjustments for mortality improvements basedagprojection of Scale AA to 2020 with a setbatl o
year for females. The last experience study waf®peed in 2011 and the next experience study iscdled
to be conducted in 2016.

The long term expected rate of return on pensi@n phvestments was determined using a log-normal
distribution analysis in which best-estimate rangfesxpected future real rates of return (expeodtarns, net

of pension plan investment expense and inflatioa)d@veloped for each major asset class. Thesesarg
combined to produce the long-term expected ratetafn by weighting the expected future real rafagturn

by the target asset allocation percentage and tipgexpected inflation.

The target allocation and best estimates of arititmeal rates of return for each major asset clasgrovided
by KTRS’ investment consultants is summarized enftllowing table:

Long-term
KTRS Expected
Target Real Rate

Asset Class Allocation  of Retun
U.S. Equity 45.0% 6.4%
Non U.S. Equity 17.0% 6.5%
Fixed Income 24.0% 1.6%
High Yield Bonds 4.0% 3.1%
Real Estate 4.0% 5.8%
Alternatives 4.0% 6.8%
Cash 2.0% 1.5%
100.0%

Discount rate —The discount rate used to measure the total petsioility as of the measurement date was
4.88%. The projection of cash flows used to deteenthe discount rate was performed in accordante wi
GASB 67 and assumed that plan member contributidthde made at the current contribution rates #rel
Employer contributions will be made at statutorigquired rates. Based on those assumptions, th&open
plan’s fiduciary net position was projected to laikble to make all projected future benefit papiseof
current plan members until the 2039 plan year asd result, the Municipal Bond Index Rate was usede
determination of the Single Equivalent InteresteR@EIR). There was a change in the Municipal Blowigéx
Rate from the Prior Measurement Date to the Measemé Date, so as required under GASB 68, the SEIR a
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the Measurement Date of 4.88% was calculated ubmdunicipal Bond Index Rate as of the Measurement
Date (3.82%). This change in the discount raterssitlered a change in actuarial assumptions or otphats
under GASB 68.

The following table presents the net pension ligbitproportionate share, calculated using thedaist rate of
4.88%, as well as what the Commonwealth’s net perl&bility would be if it were calculated using a
discount rate that is 1 percentage point lowerd@Bor 1 percentage point higher (5.88%) than tirecat
rate:

Decrease Discount Rate Increase
(3.88%) (4.88%) (5.88%)
Commonwealth's proportionate share of
District pension liability $ 67,546,369 $ 52,910,151 $ 42,200,148

Pension plan fiduciary net positionDBetailed information about the pension plan’s fidug net position is
available in the separately issued KTRS finan@gbrt.

County Employees Retirement System

Plan Description: Substantially all full-time classified employees tbe District participate in the County
Employees Retirement System (CERS). CERS is ast@stng, multiple-employer defined benefit pension
plan administered by the Kentucky General Assembhe plan covers substantially all regular full4m
members employed in non-hazardous duty positioneagh county and school board, and any additional
eligible local agencies electing to participatehia plan. The plan provides for retirement, disgbénd death
benefits to plan members.

CERS issues a publicly available financial repoctuded in the Kentucky Retirement Systems AnnusddRt
that includes financial statements and the requtgaplementary information for CERS. That reportyrbe
obtained by writing to Kentucky Retirement Systemsrimeter Park West, 1260 Louisville Road, Frartkfo
Kentucky 40601or by calling (505) 564-4646 ohtips://kyret.ky.goy

Benefits Provided - Benefits under the plan will vary based on finahpensation, years of service and other
factors as fully described in the plan documents.

Contributions -Funding for the plan is provided through payrolthkioldings of 5.00% except for new hires
on or after September 1, 2008 with payroll withinaddof 6.00% and a district contribution of 17.06&f¥the
employee’s total compensation subject to contridnsti

At June 30, 2016, the District reported the follogvfor its proportionate share of net pension lighiThe net
pension liability was measured as of June 30, 20b.total pension liability used was based ona@unaaial
valuation as of June 30, 2015. At June 30, 20&Tistrict’s proportion of the net pension liakilibased on
contributions to CERS during fiscal year ended Bhe2014 was .09712%.

District's proportionate share of the net
CERS pension liability $ 4,175,700
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For the year ended June 30, 2016, the Districtegonent-wide financial statements CERS pensiormesg

of $498,307. For the year ended June 30, 2016 t&idd recognized deferred outflows of resources,
$564,761, CERS, and deferred inflows of resour€&RS, $208,340. These contributions will be recoeghi
as a reduction of the net pension liability in ylear ended June 30, 2016.

The District previously reported deferred inflowk resources related to pensions from the net diffee
between projected and actual earnings on pensam ipyestments in the amount of $342,000. This bell
recognized as pension expense as follows:

Year Total
2016 68,400
2017 68,400
2018 68,400
2019 68,400
2020 68,400
342,000
Deferred Outflows of Deferred Inflows of
Resources Resources

Differences between expected and actual
experience 34,702 -

Changes of assumptions 421,074 -

Net difference between projected and actual
earnings on pension plan investments 37,431 -

Changes in proportion and differences
between District contributions and
proportionate share of contributions 71,554 -

District contributions subsequent to the
measureremnt date - -

Total 564,761 -

Actuarial Methods and AssumptionsThe total pension liability for CERS was determineg applying
procedures to the actuarial valuation as of Jun@@05. The financial reporting actuarial valuatasof June
30, 2015, used the following actuarial methods asslmptions, applied to all prior periods incluiedhe
measurement:

- Valuation date, June 30, 2015

- Experience study — July 1, 2008 — June 30, 2013

- Actuarial Cost method — Entry Age Normal

- Amortization Method — Level percentage of payrdibsed
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- Remaining Amortization Period — 28 years
- Asset Valuation method — 5-year smoothed market
- Inflation — 3.25%
- Salary increases, 4.00% including .75% wage iftati
- Investment rate of return — 7.50%

The rates of mortality for the period after servieerement are according to the RP-2000 Combinedd¥ity
Table with Scale BB to 2013.

The target asset allocation and best estimatesitbfreetic real rate of return for each major asdass, as
provided by CERS'’s investment consultant, are surimed as follows:

Long-term
Expected
Target Nominal
Asset Class Allocation Return

Combined Equity 44.0% 5.40%
Combined Fixed Income 19.0% 1.50%
Real Return (Diversified Inflation Strategies) 10.0% 3.50%
Real Estate 5.0% 4.50%
Absloute Return (Diversified Hedge Funds) 10.0% 4.25%
Private Equity 10.0% 8.50%
Cash Equivalent 2.0% -0.25%

100.0%

Discount Rate The discount rate used to measure the total petisibility was 7.75%. The projection of
cash flows used to determine the discount ratenaesdicontributions from plan members and employéits w
be made at statutory contribution rates. Projettdws from investment earnings were calculateshgishe
long-term assumed investment return of 7.75%. ®hg-term assumed investment rate of return waseappl
to all periods of projected benefit payments tedatne the total pension liability.

Deferred inflows and outflows and pension expemstude only certain categories of deferred outflafs
resources and deferred inflows of resources. Theskide differences between expected and actual
experience, changes of assumptions and differehedseen projected and actual earnings on plan
investments. The schedule does not include defeorgflows/inflows of resources for changes in the
employer’'s proportionate share of contributions employer contributions made subsequent to the
measurement date. The net pension liability is dase the June 30, 2015 actuarial valuations. Dederr
outflows and inflows related to differences betweeojected and actual earnings on plan investmargs
netted and amortized over a five year period.

The following presents the District's proportionateare of net pension liability calculated using tliscount
rate of 7.50% as well as the District’s share i€akated using a rate 1% higher and 1% lower:

1% Current 1%
Decrease Discount Rate Increase
(6.50%) (7.50%) (8.50%)

District's proportionate share of
net pension liability $ 5,245,235 $ 4,175,700 $ 3,293,041
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

Pension plan fiduciary net positionDetailed information about the pension plan’s fidng net position is
available in the separately issued CERS finanejabrt which is publically available https://kyret.ky.gov

There were no payables to the pension plan at3un2016.

NOTE H —CONTINGENCIES AND COMMITMENTS

The District receives funding from federal, staed local government agencies and private coniaibsit
These funds are to be used for designated purpmdgs For government agency grants, if the grastor
review indicates that the funds have not been feithe intended purpose, the grantors may requesfund
of monies advanced or refuse to reimburse the iBidor its disbursements. The amount of such riutu
refunds and unreimbursed disbursements, if anyjoisexpected to be significant. Continuation o th
District’'s grant programs is predicated upon thengprs’ satisfaction that the funds provided arnadpspent
as intended and the grantors’ intent to contine& ffrograms.

The District was notified Kentucky School Boardurence Trust dissolved during the past fiscal yess.a
result, assessments have been proposed to be padsedl participating Districts based on pasinprens or
past claims. The District's liability is $629,94& be paid in ten installments beginning Septenihet015.
This option calls for financing interest at 3.25%anagement will either fund the liability througls iGeneral
account or request funds from its SEEK Capital &u#llotment.

NOTE |- INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of lossas$ets associated with the risks of fire, pershalility,
theft, vehicular accidents, errors and omissiomkjcfary responsibility, etc. Each of these riskas are
covered through the purchase of commercial insararithe District has purchased certain policiesctviaire
retrospectively rated including worker's compermainsurance.

NOTE J — LITIGATION
The District is subject to legal actions in vari@tages of litigation, the outcome of which is determinable
at this time. Management of the District and &gdl counsel do not anticipate a material effectttan

combined financial statements as a result of taresat, pending or ongoing litigation.

NOTE K —RISK MANAGEMENT

The District is exposed to various risk of lossatedl to torts; theft of, damage to, and destruabbassets;
errors and omissions; injuries to employees; andrabdisasters.

Insurance for worker's compensation, errors andssions, educator’'s legal liability, property (inding
vehicles) and general liability is carried througdrious agencies. Contributions to Workers’ Congaéion
Insurance are based on premium rates establishdd thé excess insurance carrier, subject to claims,
experience modifications and a group discount amotihe District continues to carry commercial irswce

for all other risks of loss. Settled claims reisigtfrom these risks have not exceeded commencgirance
coverage in any of the past three fiscal years.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE L — DEFICIT OPERATING/FUND BALANCES

The following individual funds had deficit balancgsJune 30, 2016:
NONE

The following individual funds had operating expiuks in excess of revenues at June 30, 2016:

General Fund 233,423
Mountain View Activity Fund 4,157
Stinnett Activity Fund 2,696

NOTE M — COBRA

Under COBRA, employers are mandated to notify teated employees of available continuing insurance
coverage. Failure to comply with this requiremeratly put the school District at risk for a substanlibss
(contingency).

NOTE N —TRANSFER OF FUNDS

The following transfers were made during the year.

From Fund To Fund Purpose Amount
Capital Outlay Fund General Fund Operating expershtur 25,920
FSPK Building Fund General Fund Operating expenditure 60,562
General Fund Special Revenue Fund Technology match 4036,
Capital Outlay Fund Debt Service Fund Debt service , 428
Special Revenue Fund General Fund Zero out projectire funds 14,355
Special Revenue Fund Special Revenue Fund Intrafand feers 4,059
FSPK Building Fund Debt Service Fund Debt service 3,569
Food Service Fund General Fund Indirect costs 68,846
Special Revenue Fu Construction Fund Construction expenditures 125,000
General Fund Construction Fund Construction experaditu 203,000
1,737,752

NOTE O —INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at June 30, 2016 were as follows

None
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43.

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE P — ON-BEHALF PAYMENTS

June 30, 2016

Teacher's Retirement 1,094,254
Health Insurance 1,950,510
Life Insurance 3,271
Administrative Fees 23,947
HRA/Dental/Vision 90,212
Less: Federal Reimbursement (235,060)
Technology 49,246
Debt Service 704,889
Sub-Total 3,681,269
Allocated to Debt Service Fund (704,889)
Allocated to Food Service Fund (136,525)
Allocated to General Fund 2,839,855

NOTE Q — FUND BALANCE CLASSIFICATIONS

The District implemented Governmental Accountingristards Board No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions effective foe fiscal year ended June 30, 2011. This standarifies
existing governmental fund type definitions andabishes fund balance classifications based priynani the
extent to which a government is bound to obserwistcaints imposed upon the use of the resourcestesp

in governmental funds. Classifications will includionspendableexamples being prepaid items and
inventory, and the following spendable fund balanegestricted— fund balances that are constrained by
external parties, constitutional provisions or dimgblegislation committed- fund balances that contain self-
imposed constraints of the government from its désgHevel of decision making authorigssigned- fund
balances that contain self-imposed constraintshefgovernment to be used for a particular purpoge a
unassigned- fund balance of the general fund that is nostraimed for any particular purpos&he standard
affects fund balance reporting only and not affgsternment-wide or proprietary fund financial staéats.

The following schedule reflects governmental fuathhces at June 30, 2016:

General Construction Other
Fund Balances Fund Fund Funds Total
Restricted - sick leave 25,765 - - 25,765
Restricted - other - 195,621 5,963 201,584
Assigned fund balance 28,312 - - 28,312
Unassigned fund balance 958,625 - - 958,625
Total fund balances 1,012,702 195,621 5,963 1,214,286

The District's budget by State law must have a minn 2% contingency. However, a separate contingenc
reserve fund has not been established. The Stateshdet Position reflects reserves for fixed #&ssnd
school food service inventory.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE R —BEGINNING NET POSITION RESTATED

The District reclassified beginning position in gevernment wide financial statements allocating65362
from its government wide balance to business tygtartze relative to GASB 68 liabilities and defesral



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE
IN FUND BALANCE — BUDGET AND ACTUAL — GENERAL FUND

For the Year Ended June 30, 2016

Rewvenues:
Fromlocal sources:

Taxes

Earnings on investments

Other local revenue
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:

Instructional

Student support services
Staff support services
District administration
School administration
Business support

Plant operations and maintenance
Student transportation
Community service activities
Employee benefits

Debt service

Contingency

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Bond proceeds and other debt financing
Operating transfers in
Operating transfers out
Gain (loss) on sale of assets

Total other financing sources (uses)

Excess (deficit) of revenue and other financing

sources over expenditures/other financing uses

Fund balance - July 1, 2015
Fund balance - June 30, 2016

Notes:

Budgeted Amounts

45.

Variance
Favorable

Original Final Actual (Unfavorable)
3,005,861 3,238,887 3,143,441 (95,446)
6,000 6,000 11,553 5,553
82,000 87,000 37,280 (49,720)
7,827,845 10,898,541 10,676,989 (221,552)
25,000 25,000 35,270 10,270
10,946,706 14,255,428 13,904,533 (350,895)
5,498,996 7,449,638 7,467,245 (17,607)
723,526 969,852 901,516 68,336
552,727 695,903 713,213 (17,310)
299,799 343,456 423,803 (80,347)
725,747 931,455 910,217 21,238
141,086 225,686 214,435 11,251
1,573,617 1,781,668 1,719,499 62,169
1,170,417 1,427,749 1,497,341 (69,592)
5,788 7,646 4,954 2,692
76,203 76,203 118,581 (42,378)
175,836 179,049 167,152 11,897
529,834 1,294,428 - 1,294,428
11,473,576 15,382,733 14,137,956 1,244,777
&, (1,127,305) (233,423) 893,882

- - 182,770 182,770

71,000 71,000 169,683 98,683
(45,630) (45,630) (239,403) (193,773)

1,500 1,500 6,875 5,375

26,870 26,870 119,925 93,055
Q@®op, (1,100,435) (113,498) 986,937

500,000 1,100,435 1,100,435 -
- - 986,937 986,937

Actual fund balance at July 1, 2015 excludes $ZbctBnmitted for sick leave.
Actual state revenue and expenditures for the gediincludes $2,839,855 in State on-behalf payments
See notes to financial statements and Independatitdk’'s Report.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL — SPECIAL REVENE FUNDS

For the Year Ended June 30, 2016

Revenues:
Revenues from local sources
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:
Instructional
Student support services
Staff support services
Business support services
Plant operations and maintenance
Student transportation
Community service activities

Other

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess (deficit) of revenue and other financing

sources over expenditures/other financing uses

Fund balance - July 1, 2015

Fund balance - June 30, 2016

Variance
Budgeted Amounts Favorable

Original Final Actual (Unfavorable)
- 149,304 283,134 133,830
1,130,455 1,134,524 978,137 (156,387)

1,989,623 2,208,548 2,345,189 136,641

3,120,078 3,492,376 3,606,460 114,084
2,249,873 2,436,508 2,730,234 (293,726)
79,522 79,522 4,500 75,022
289,459 351,492 236,091 115,401
66,000 66,000 53,612 12,388
111,730 192,862 136,657 56,205
167,097 194,588 115,107 79,481
202,027 217,034 224,940 (7,906)

- - 2,368 (2,368)

3,165,708 3,538,006 3,503,509 34,497

@®,6 (45,630) 102,951 148,581
76,850 76,850 40,463 (36,387)
(31,220) (31,220) (143,414) (112,194)
45,630 45,630 (102,951) (148,581)

See notes to financial statements and Independetitdk's Report.
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SCHEDULES OF EMPLOYER'’S SHARE OF NET PENSION LIABTLY
AND SCHEDULES OF EMPLOYER CONTRIBUTIONS

For the Year Ended June 30, 2016

Employer's Proportionate Share of Net Pension Liatity

Employer's proportion of the net
pension liability

Employer's proportionate share of
the net pension liability

State's proportionate share of
the net pension liability

Employer's covered employee payroll

Employer's proportionate share of
the net pension liability as a
percentage of its covered employee
payroll

Plan fiduciary net position as a

percentage of the total pension
liability

Contractually required contribution

Contributions in relation to the contractually ré&gd contribution

Contribution deficiency (excess)
District's covered employee payroll

Contributions as a percentage of covered emploggeop

Change of benefit terms - None.

Changes of assumptions - CERS change in 2016,054R1,

2016
KTRS CERS

0.2274%  0.0971%

- 4,175,700

52,910,151 -

8,589,418,801,591

616% 149%

42.5% 60.0%

Employer's Contributions

2016
KTRS CERS
1,094,254 289,967

1,094,254 288,908

- 1,059
8,589,412,801,591

12.74% 10.31%

See notes to financial statements and Independatitoks’s Report.

2015
KTRS CERS

0.2768%  0.0943%

- 3,061,000

56,888,839 -

8,330,224 2,204,566

683% 139%

45.6% 66.8%

2015
KTRS CERS
1,738,553 408,862

1,738,553 408,862

8,330,224 2,204,566
20.87% 18.55%



LESLIE COUNTY SCHOOL DISTRICT

BALANCE SHEET — NONMAJOR SPECIAL REVENUE FUND

At June 30, 2016

District
Activity Fund
Asset and resources:
Cash and cash equivalents 9,478
Accounts receivable -

Total Assets 9,478

Liabilities and fund balances:

- Liabilities -
Accounts payable 3,515
Total Liabilities 3,515

- Fund balances -

Restricted - other 5,963
Total fund balances 5,963
Total liabilities and fund balances 9,478

See Independent Auditor’'s Report.
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — NONMAJOR SPECIAL REVENUEUND

At June 30, 2016

District
Activity Fund

Revenues:
From local sources:
Student activities

5,549

Total revenues

5,549

Expenditures:
Instruction
Instructional staff support

12,754
1,672

Total expenditures

14,426

Excess (deficit) of revenues
over expenditures

(8,877)

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess (deficit) of revenues and other
financing sources over expenditures
and other financing uses

Fund balance, July 1, 2015

(8,877)

14,840

Fund balance, June 30, 2016

5,963

See Independent Auditor’'s Report.
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COMBINING BALANCE SHEET — OTHER NONMAJOR GOVERNMEML FUNDS

For the Year Ended June 30, 2016

SEEK Capital Building
Outlay Fund Fund Total
Asset and resources:

Cash and cash equivalents - - -

Accounts receivable - - -

Total assets and resources - - -

Liabilities and fund balances:

Accounts payable - - -

- Fund balances -
Restricted for future construction - - -

Total liabilities and fund balances - - -

See Independent Auditor’'s Report.



LESLIE COUNTY SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — OTHER NONMAJOR GOVERNMEML FUNDS

For the Year Ended June 30, 2016

SEEK FSPK
Capital Outlay Building
Rewenues: Fund Fund Total
From local sources:
General real property tax - 540,934 540,934
Intergovernmental - State 151,958 593,197 745,155
Total revenues 151,958 1,134,131 1,286,089
Expenditures:
Building improvements/capital outlay - - -
Bond principal and escrow - - -
Bond interest - - -
Total expenditures - - -
Excess (deficit) of revenues
over expenditures 151,958 1,134,131 1,286,089
Other financing sources (uses):
KISTA lease financing - - -
Operating transfers in - - -
Operating transfers out (151,958) (1,134,131) (1,286,089)
Total other financing sources (151,958) _ (1,134,131) _ (1,286,089)

Changes in fund balance - - R

Fund balance, July 1, 2015 - - -

Fund balance, June 30, 2016 - - _

See Independent Auditor’'s Report.

51.



LESLIE COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IRUND BALANCE

Fund Accounts
General Fund
Parking

Teacher Vending
National Honor Society
Art

Drama Club
Archery

Student Council
Greenhouse
Create
Extracurricular
Emergency Extracur
Academics

Band

Baseball

Boys Basketball
Football
Cheerleaders
Girls Basketball
Softball

Track

Volleyball

Cross Country
Senior Class
Junior Class
Sophomore Class
Freshman Class
Journalism
Project Sober
Children Inc

Sub-total

Less: Interfund transfers

Total

LESLIE COUNTY HIGH SCHOOL ACTIVITY FUND

For the Year Ended June 30, 2016

Excess (Deficit) of

Revenues Expenditures Revenues over Expenditures
9,762 9,101 661
200 1,095 (895)
5,482 4,657 825
1,225 1,800 (575)
500 - 500
1,404 1,850 (446)
2,512 2,679 (167)
256 - 256
1,050 672 378
500 100 400
75,975 69,321 6,654
3,350 3,275 75
1,581 1,603 (22)
6,381 6,417 (36)
6,361 4,848 1,513
16,687 14,941 1,746
15,724 16,940 (1,216)
8,654 8,886 (232)
20,151 14,906 5,245
2,254 2,794 (540)
6,670 9,243 (2,573)
11,542 8,766 2,776
1,084 2,238 (1,154)
61,766 61,766 -
6,945 6,514 431
611 - 611
- 611 (611)
10,000 993 9,007
1,528 2,487 (959)
196 - 196
280,351 258,503 21,848
15,267 15,267 -
265,084 243,236 21,848

See Independent Auditor’'s Report.

Fund Balance

52.

Fund Balance

July 1,2015  June 30, 2016
463 1,124
956 61
792 1,617
706 131

46 546
867 421
1,569 1,402
70 326
- 378
- 400
3,775 10,429
7,051 7,126
1,391 1,369
258 222
1,328 2,841
3,960 5,706
2,405 1,189
272 40
17 5,262
3,539 2,999
2,585 12
2,728 5,504
1,297 143
3,075 3,506
- 611
611 -
1,925 10,932
1,709 750
- 196
43,395 65,243
43,395 65,243
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LESLIE COUNTY SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE

OTHER SCHOOL ACTIVITY FUNDS

For the Year Ended June 30, 2016

Hayes Mountain W.B. Total
Lewis View Stinnett Muncy (Memorandum
Elementary Elementary Elementary Elementary Only)
REVENUES:
Activity funds 68,165 97,545 51,891 45,985 263,586
EXPENDITURES:
Activity funds 64,906 96,533 54,587 44,629 260,655
Excess or (deficiency)
of revenues over
expenditures 3,259 1,012 (2,696) 1,356 2,931
Fund Balance
July 1, 2015 17,708 24,486 28,485 8,715 79,394
Fund Balance, June 30,
2016 20,967 25,498 25,789 10,071 82,325

See Independent Auditor’'s Report.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2016

Federal Grantor/Pass-Through Grantor/Program Title

U. S. Department of Agriculture
Passed through State Department of Education:
- Child Nutrition Cluster -
School Breakfast Program

School Lunch Program
Summer Food Service Program for Children
Passed through State Department of Agriculture:
School Lunch Program Commodities (non-cash assigjan
Total Child Nutrition Cluster

Passed through State Department of Education:
State Administrative Expenses for Child Nutrition

Passed through Leslie County Fiscal Court
Schools and Roads Grant to States

Total U.S. Department of Agriculture

U. S. Department of Commerce

Direct
(PRIDE) Byrne Discretionary Program

Total U.S. Department of Commerece

U. S. Department of Education
Passed through State Department of Education:
- Title |

Total Title |

See Independent Auditor’'s Report.

Federal Pass-Through Passthrough

CFDA Grantors to Program
Number Number Subrecipients BExpenditures
10.553 7760005 N/A 295,909
10.555 7750002 N/A 749,287
10.559 7900 N/A 916
10.559 7740023 N/A 8,897
9,813
10.555 066-0100 N/A 69,133
1,124,142
.58D 7700001 N/A 2,578
10.665 505X N/A 38,010
1,164,730
11.420 271B N/A 500
11.420 271BL N/A 500
1,000
84.010 310B N/A 728,106
84.010 3104M N/A 5,167
84.010 310A N/A 90,057
84.010 310AM N/A 5,891
84.010 320AE N/A 8,356
84.010 3204E N/A 4,763
84.010 320BE N/A 232,702
1,075,042
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINED)

For the Year Ended June 30, 2016

Federal Pass-ThroughPassthrough

CFDA Grantors to Program
Federal Grantor/Pass-Through Grantor/Program Title Number Number Subrecipients  Expenditures
-Special Education Cluster -
IDEA - B Basic 84.027 3372 N/A 44
84.027 337A N/A 379,818
84.027 337B N/A 190,268
Special Education - Preschool 84.173 33B N/A 19,610
Total - Special Education Cluster 589,740
Rural/Low Income School Program 84.358 350A N/A 2,538
84.358 350B N/A 25,888
28,426
Improving Teacher Quality State Grants 84.367 401A N/A 3,040
84.367 401B N/A 193,647
196,687
Passed through Berea College:
Gear Up 84.334A 379BG N/A 126,964
84.334A 379AG N/A 4,859
131,823
- Direct -

21rst Century Learning Centers 84.287A 550A N/A 61,231
84.287A 5504 N/A 15,888
84.287A 5504T N/A 25,818
84.287A 550AM N/A 117,908
84.287A 550AU N/A 7,981
84.287A 5504X N/A 49,561
84.287A 550AX N/A 27,632
84.287A 5504J N/A 2,566
308,585
Total Department of Education 2,330,303
Total Federal Awards Expended 3,496,033

See Independent Auditor’'s Report.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINED)

For the Year Ended June 30, 2016

Note 1—Basis of Presentation

The accompanying schedule of expenditures of fédmwards includes the federal award activity of
Leslie County School District, under programs of federal government for the year ended June 30,
2016 in accordance with the requirements of Titld.8. code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, anadifh Requirements for Federal Awards (Uniform
Guidance). Because the schedule presents onlyeeataglportion of the operations of the Leslie Cpunt
School District, it is not intended to and does pi@sent the financial position, changes in nettas®r
cash flows of Leslie County School District.

Note 2—Summary of Significant Accounting Policies

Expenditures reported on the schedule are reportatle accrual basis of accounting. Such experaditur
are recognized following the cost principles camdi in the Uniform Guidance*, wherein certain types
of expenditures are not allowed or are limitedaagetmbursement. Leslie County School District has
elected to use the 10 percent de minimus indirest i@te as allowed under Uniform Guidance.

*Such expenditures are recognized following, adiepiple, either the cost principles in OMB Circukar

87 Cost Principles for State, Local and Indian @riGovernments, or the cost principles contained in
Title 2 U.S. Code of Federal Regulations Part 200jform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awangherein certain types of expenditures are not
allowed or are limited as to reimbursement.

Note 3 — Non-Monetary Assistance

Non-monetary assistance CFDA #10.555, $69,133¢psrted in the schedule at the fair value of thafo
donations disbursed.

See Independent Auditor’'s Report.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL (BR
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITHGOVERNMENT AUDITING STANDARDS

State Committee for School District Audits
Members of Leslie County Board of Education
Hyden, Kentucky

We have audited, in accordance with the auditimnddrds generally accepted in the United States of
America, the standards applicable to financial Budontained irGovernment Auditing Standardssued by

the Comptroller General of the United States, &edaudit requirements prescribed by the State Cawwsrfior
School District Audits in the Kentucky Public Schdwistricts Audit Contract Requirements, the finahc
statements of the governmental activities, the nassi-type activities, each major fund, and the egaie
remaining fund information of Leslie County Sch@strict, as of and for the year ended June 30628fhd

the related notes to the financial statements, wbatlectively comprise Leslie County School Dists basic
financial statements, and have issued our reperetin dated November 1, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the finacstatements, we considered Leslie County School
District’s internal control over financial reportjr(internal control) to determine the audit proaeduhat are
appropriate in the circumstances for the purposxpfessing our opinions on the financial states)enit not

for the purpose of expressing an opinion on thectiffeness of Leslie County School District’s imiar
control. Accordingly, we do not express an opin@nthe effectiveness of Leslie County School DisBi
internal control.

A deficiency in internal controgxists when the design or operation of a contoelschot allow management or
employees, in the normal course of performing tlesigned functions, to prevent, or detect andectrr
misstatements on a timely basis.nfaterial weaknessgs a deficiency, or a combination of deficiencias,
internal control, such that there is a reasonabssipility that a material misstatement of thetgtgtifinancial
statements will not be prevented, or detected amrected on a timely basis. gignificant deficiencyis a
deficiency, or a combination of deficiencies, iteimal control that is less severe than a matesalkness, yet
important enough to merit attention by those changigh governance.

Our consideration of internal control was for timited purpose described in the first paragraptiisf section
and was not designed to identify all deficienciesinternal control that might be material weaknesse
significant deficiencies. Given these limitatiortsjring our audit we did not identify any deficieasiin
internal control that we consider to be materiahkresses. However, material weaknesses may eatdidkie
not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance abouthehé&eslie County School District’s financial statents
are free from material misstatement, we perforneststof its compliance with certain provisions aivs,
regulations, contracts, and grant agreements, mgplance with which could have a direct and matesfiect
on the determination of financial statement amauttsvever, providing an opinion on compliance vitibse
provisions was not an objective of our audit, andoadingly, we do not express such an opinion. fEsealts
of our tests disclosed no instances of noncompdiaorcother matters that are required to be repartekbr
Government Auditing Standards

We noted certain matters that we reported to manageof Leslie County School District, in a sepadatter
dated November 1, 2016. In addition, the resultsuwftests disclosed no instances of material noptiance
of specific state statutes or regulations idemtifie Kentucky Public School District’'s Audit Conttaand
Requirements — State Compliance Requirements.

Purpose of this Report

The purpose of this report is solely to descrilkeedtope of our testing of internal control and cliemmgpe and
the results of that testing, and not to provideopimion on the effectiveness of the entity’s iniroontrol or
on compliance. This report is an integral part mfaadit performed in accordance witovernment Auditing
Standardsin considering the entity’s internal control arahpliance. Accordingly, this communication is not
suitable for any other purpose.

/ / ) /,/"ﬁ
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 1, 2016
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Chris Gooch

Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX:(606) 436-5701
chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE FOR EACMAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To Board Members
Leslie County School District

Report on Compliance for Each Major Federal Program

We have audited Leslie County School District's piemce with the types of compliance requirements
described in th©MB Compliance Supplemetiitat could have a direct and material effect cchezf Leslie
County School District's major federal programs fbe year ended June 30, 2016. Leslie County School
District's major federal programs are identified the summary of auditor's results section of the
accompanying schedule of findings and questionstsco

Management’'s Responsibility

Management is responsible for compliance with fadstatutes, regulations, and the terms and conditdf
its federal awards applicable to its federal protga

Auditor's Responsibility

Our responsibility is to express an opinion on cliamge for each of Leslie County School Distriat'&jor
federal programs based on our audit of the typemwipliance requirements referred to above. We ucied
our audit of compliance in accordance with auditsigndards generally accepted in the United Stites
America; the standards applicable to financial @udbntained irGovernment Auditing Standardssued by
the Comptroller General of the United States; aral dudit requirements of Title 2 U.Sode of Federal
RegulationsPart 200,Uniform Administrative Requirements, Cost Princgpland Audit Requirements for
Federal Awards(Uniform Guidance). Those standards and the Umif@uidance require that we plan and
perform the audit to obtain reasonable assurancetathether noncompliance with the types of conmoka
requirements referred to above that could haverectdiand material effect on a major federal program
occurred. An audit includes examining, on a tesihaevidence about Leslie County School District's
compliance with those requirements and performingh other procedures as we considered necess#ng in
circumstances.

We believe that our audit provides a reasonablés as our opinion on compliance for each majoreied
program. However, our audit does not provide allegermination of Leslie County School District's
compliance.

Opinion on Each Major Federal Program

In our opinion, Leslie County School District conepul, in all material respects, with the types ahptiance
requirements referred to above that could haverecdiand material effect on each of its major faber
programs for the year ended June 30, 2016.
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Report on Internal Control Over Compliance

Management of Leslie County School District is mggble for establishing and maintaining effeciiviernal
control over compliance with the types of complemequirements referred to above. In planning and
performing our audit of compliance, we consideragslle County School District’s internal control ove
compliance with the types of requirements that ddwdve a direct and material effect on each majderfal
program to determine the auditing procedures thatappropriate in the circumstances for the purpaise
expressing an opinion on compliance for each nfajgeral program and to test and report on intezoatrol
over compliance in accordance with the Uniform Guick, but not for the purpose of expressing ani@pin
on the effectiveness of internal control over caeme. Accordingly, we do not express an opinionthan
effectiveness of Leslie County School District'seimal control over compliance.

A deficiency in internal control over complian@xists when the design or operation of a contr@ro
compliance does not allow management or employieet)e normal course of performing their assigned
functions, to prevent, or detect and correct, norg@mnce with a type of compliance requirement ééderal
program on a timely basis. Aaterial weakness in internal control over complians a deficiency, or
combination of deficiencies, in internal controkocompliance, such that there is a reasonabléljiiadgshat
material noncompliance with a type of complianagureement of a federal program will not be prevdniar
detected and corrected, on a timely basisighificant deficiency in internal control over cpliance is a
deficiency, or a combination of deficiencies, ineimal control over compliance with a type of coiapte
requirement of a federal program that is less sevban a material weakness in internal control over
compliance, yet important enough to merit attenbgrhose charged with governance.

Our consideration of internal control over comptianwas for the limited purpose described in thst fir
paragraph of this section and was not designedetatify all deficiencies in internal control ovesrapliance
that might be material weaknesses or significafitidacies. We did not identify any deficienciesiirternal
control over compliance that we consider to be nateveaknesses. However, material weaknesses Risty e
that have not been identified.

The purpose of this report on internal control os@mpliance is solely to describe the scope oftesting of
internal control over compliance and the resultghat testing based on the requirements of the demif
Guidance. Accordingly, this report is not suitatdieany other purpose.
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 1, 2016



LESLIE COUNTY SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the Year Ended June 30, 2016

FINDINGS RELATED TO THE FINANCIAL STATEMENTS -

None

FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS -

None
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LESLIE COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2016

-  SUMMARY OF AUDIT RESULTS -

1. We have issued an unmodified opinion on the firelrstatements.

2. No material weakness or significant deficiency identified as a material weakness was disclosed by
the audit of the financial statements.

3. No material noncompliance was disclosed in ourtafdhe financial statements.

4. No material weakness or significant deficiency identified as a material weakness was disclosed by
the audit in internal control over major programs.

5. We have issued an unmodified opinion on complidocenajor programs.

6. The audit did not disclose any audit findings whiah are required to report under section 200.516 of
Title 2 U.S. Code of Federal Regulations Part 200.

7. Leslie County School District had the following m@aprograms:
U. S. Department of Education
- Passed through State DepartmfeBtiucation -
Title I, CFDA number 841

U.S. Department afrigulture
- Passed througiteSDepartments of Education and Agriculture -
- Child Nutagti Cluster -
School Lunch and Breakfast PaagrSummer Food Service
CFDA nbers 10.553, 10.555 and 10.559

8. The dollar threshold used to distinguish betweejorand non-major programs was $750,000.

9. The auditee did not qualify as a low-risk auditeder section 200.520 of Title 2 U.S. Code of Feldera
Regulations Part 200.

Findings Related to the Financial Statements

— NONE —

Findings and Questioned Costs for Federal Awards

— NONE —
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Chris Gooch

Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX:(606) 436-5701
chrisgooch@chrisgoochcpa.com

Leslie County Board of Education
Hyden, Kentucky

In planning and performing our audit of the finami@tatements of Leslie County School District thoe year
ended June 30, 2016, we considered the Districifisrnal control structure to determine our auditing
procedures for the purpose of expressing an opioithe financial statements and not to providerasse
on the internal control structure.

However, during our audit we became aware of nmmttkat are opportunities for strengthening internal
controls and operation efficiency. The memorandbat accompanies this letter summarized our consnent
and suggestions regarding those matters. A sepaport dated November 1, 2016, contains our tepothe
District’s internal control structure. This lettdbes not affect our report dated November 1, 20i6he
financial statements of the Leslie County Schogaitiixt.

We will review the status of these comments duong next audit engagement. We have already dieduss
many of these comments and suggestions with vaiisisict personnel, and we will be pleased to uksc
them in further detail at your convenience, to gerf any additional study of these matters, or tisagou in
implementing the recommendations.

Respectfully,

/ / ) /,/'"“.
( oy S TE -
Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 1, 2016
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LESLIE COUNTY SCHOOL DISTRICT

MANAGEMENT LETTER COMMENTS

For the Year Ended June 30, 2016

Prior Year Comments

1. Management should be cognizant of accounting gmottiag requirements relating to activity fund
expenditures designated as instructional in nature.

- Management has conducted training with applicableos| personnel to assure consistent
understanding for designating expenditures at eithe activity fund or instructional level.

2. Management should review travel policies regardjrajuities and time limitation for reimbursing
travel related expenses to assure District widsistancy.

- Management has provided memorandum to Districdqel to assure consistent understanding in this
area.

Current Year Comments

1. The District should assure concession sales amrguanied by prescribed reconciliation forms
allowing controls over inventory purchases and sssent of profits.



